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Introduction

Continental Cablevision, Inc. is the third largest cable
system operator in the United States, serving more than 2,850,000

cable subscribers in 16 states.

Section 16(d) of the 1992 Cable Act amends Section 624 of
the Communications Act of 1934 to require the FCC to "prescribe
rules concerning the disposition, after a subscriber to a cable
system terminates service, of any cable installed by the cable
operator within the premises of such subscriber."!/ As the
Commission notes, the 1992 Act’s legislative history indicates
that the FCC’s principal role under this amendment is to adopt
rules that enable a cable "subscriber" in certain circumstances
to be able to acquire cable home wiring upon the termination of

cable service.

The major issues before the Commission are:
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1/ 47 u.s.c. §544(i).




(1) to define who is a "subscriber" within the meaning of

this section of the 1992 Act;

(2) to specify the circumstances where such subscribers
have the right to acquire cable home wiring, and those where the
cable operator has the right to refuse to allow such acquisition;

and

(3) to determine whether any rules it adopts in this area

should apply prospectively or retroactively.

Continental Cablevision believes that the definition of
"subscriber," consistent with the 1992 Act’s legislative history,
should be limited to individual subscribers, not owners of
multiple dwelling units. Continental also believes that the
circumstances under which an individual cable subscriber has the
right to acquire home wiring should be limited in order to
protect an operator’s legitimate concerns concerning theft of
cable service. Any new rules the FCC adopts should apply only
prospectively, and not disrupt established contracts. Finally,
the FCC need not, and should not, establish standards for the
pricing of home wiring or express any opinion as to the proper
locus of ownership of home wiring prior to termination of

service.



I. The FCC Should Define '"Subscriber' For Purposes Of The 1992
Act As Limited Solely To Individual Subscribers.
Based on the legislative history cited by the
Commission, 2/ Congress clearly intended that a cable operator
would be able to retain whatever rights it has under contract or
state law to control the disposition of wiring in the common
areas of buildings, such as hallways and utility ducts and
closets. Congress has explicitly mandated that this portion of
wiring in MDUs be governed solely by contractual agreement
between the cable operator and the building owner. Only
individual subscribers should be entitled to ask to purchase home

wiring upon termination of service.

II. Because Of The sSignificant Theft Of Service Problem In The
Cable Industry, Cable Operators Should Not Be Required To
Allow A Subscriber To Acquire Home Wiring If A Potential For
Theft Of Service Exists.

The Commission asks for comment on the circumstances under
which a cable operator that has chosen to assert ownership rights
in the home wiring it installed might have a legitimate interest
in not allowing home wiring to be acquired by a subscriber, and

where a cable operator should have the right to remove such

wiring.

Continental believes that cable operators should have the

right to remove home wiring not only in the situations

2/ House Report at 119.



highlighted in the legislative history and mentioned in the FCC’s
Notice --- where "service has been terminated for non-payment or
for theft of service"3/ --- but also where the operator has a

legitimate reason to believe that there is a potential for theft

of cable service.

The industry’s problem with theft of cable service is
dramatic and growing, despite substantial enforcement efforts.
Just last month, Continental cooperated with the Los Angeles
Police Department in the seizure of an estimated 70,000 converter
devices intended for use in the theft of cable television signals
in Los Angeles and throughout the United States.4/ This
followed the seizure of approximately 10,000 such devices in Los
Angeles in June. The cable industry’s lost revenues in Los
Angeles County alone each year due to theft of cable service is
estimated to be over $100 million. This situation is repeated
throughout the country. Congress recognized this phenomenon by
increasing the criminal penalties for theft of cable service in

the 1992 Act.

One of the most common means of subscriber theft of cable
service is a subscriber’s disconnection of his or her cable
service and reconnection through illegal taps and converters,

using the internal home wiring initially installed by the cable

3/ House Report at 118.
4/ See attached press release and articles.
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operator. Thus, simply allowing a cable operator to remove home
wiring based on an actual finding of a subscriber’s theft of
service is an inadequate remedy. The House Report also states:
"the Committee is concerned especially about the potential for
theft of service within apartment buildings."5/ continental is
equally concerned about this potential, and where a cable
operator has a reasonable belief that such theft may occur,
whether in an apartment or an individual residence, it should be

able to control the disposition of the wiring.

The Commission should adopt the following criteria for a
cable operator’s refusal to allow an individual subscriber to

acquire home wiring:

(1) A cable operator has an absolute right to remove the
wiring if the subscriber has been terminated by the operator for

non-payment or theft of service.

(2) A cable operator also has a right to refuse to allow
acquisition of home wiring if that operator has "reason to
believe that there is a potential for theft of service." A cable
operator would be required to produce evidence to establish its
reasonable belief in a dispute with a subscriber who believes
that he or she has been unjustly denied the ability to acquire

the wiring on these grounds. Such evidence could include the

5/ House Report at 118 (emphasis added).
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fact that, for example, theft of service had been detected in the

particular building or neighborhood where the subscriber resided.

III. The FCC Should Enforce Any Rules It Adopts Prospectively

Only.

Because cable operators have in place contracts that both
parties have relied upon in setting the price for cable
installations, the Commission should apply any rules it adopts
prospectively only to new contracts entered into by cable
operators and customers. Nothing in the 1992 Act or its

legislative history calls for a contrary result.

IV. The FCC Should Not Become Involved in Issues Of Pricing of

Home Wiring Or Ownership Of Home Wiring Prior To Termination

Of Service.

Likewise, nothing in the 1992 Act itself, or the
Congressional Reports underlying it, either requires or
authorizes the FCC to become involved in setting rates for the
acquisition of home wiring by individual subscribers. Congress
has amply demonstrated that it knew how to authorize the FCC to
set or oversee rates for cable services where it wished to do so.
It did so explicitly not only in the area of rate-setting for
cable programming tiers and certain types of equipment, but also
in cable’s pricing of leased access channels. If Congress had
meant for the Commission to become involved in overseeing prices

charged by operators for acquiring home wiring following



termination of service, it would have said so clearly in the

statute.

As the FCC recognizes, practices in the cable industry vary
with respect to assertion of ownership interests in home wiring
prior to termination of service. The FCC should not involve
itself in these questions, which could have serious local tax

implications.

Respectfully submitted,
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Senior Vice President for
Corporate and Legal Affairs

Howard B. Homonoff

Director of Corporate and
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Continental
Cablevision
NEWS RELEASE

FOR IMMEDIATE RELEASE: October 20, 1992 CONTACT: Continental Cablevision
John F. Gibbs
Vice President,
Corporate and Legal Affairs
or Ron Cooper
Senior Vice President
(310) 647-3000

The Los Angeles Police Department served search warrants at seven locations
throughout Los Angeles on Monday October 19, 1992 and seized an estimated
70,000 devices intended for use in the theft of cable television signals in Los Angeles
and throughout the United States. Three related searches and seizures were
simultaneously conducted in Las Vegas, Nevada. Monday’s searches resulted in the

largest seizure of illegal cable television converter boxes in U.S. history.

Monday’s seizures were part of an ongoing investigation by Continental
Cablevision and the LAPD and follow the seizure of approximately 10,000 such
devices valued at over $1,000,000 in June. The "street value” of the illegal
cable boxes seized Monday exceeds $20 Million. The lost revenue to cable

-Mare-
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television system operators which would result from the use of the 70,000 illegal

devices exceeds $200 Milion.

Last week, felony charges were broughtin Los Angeles County Superior Court
against six individuals in conjunction with the June seizures. John Gibbs, Continenztal
Cablevision Vice President for Corporate and Legal Affairs in Southern California said
"More charges can be expected to be filed as a result of Monday’s seizures and

Continental Cablevision will bring civil actions against the cable thieves".

it is a federal crime as well as a California crime to receive cable television
services without paying the local franchised cable operator for those services. It is
also a federal and state crime to distribute equipment intended to be used for the
unauthorized reception of cable television service. In addition to the c¢riminal
punishment of imprisonment and fines, federal and state law authorizes franchised
cable television companies to receive restitution and money damages from anyone
receiving cable services without authorization or distributing equipment to be used for

the receipt of unauthorized cable service.

-More-
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Industry sources estimate over $100 million dollars woarth of cable television service
is stolen each year in Los Angeles County. $65 miilion dollars of this theft occurs

within the City of Los Angeles.

In addition to the lost revenue to the local cable television industry, cable theft
results in huge losses for local governments., For example, the franchise fees which
would be paid by local cable operators to the City of Los Angeles on the stolen cable
service totals $3.25 million doilars each year. The $3.25 million dollars in lost
franchise fee revenue to the City of Los Angeles each year could mean an estimated
additional 80 police officers, the restoration of community libraries or the re-

establishment of 50 fire fighters,

Ron Cooper, Seniar Vice President, Continental Cablevision, thanked the Los
Angeles Police Department today and applauded their professionalism and their
tenacity. "The Los Angeles Police Department clearly recognizes the importance of
cable theft as a $65 million per year white collar crime - just in the City of Los
Angeles alone. The seizure certainly validates their concerns.” Cooper stated that
"Cable theft hurts cable companies, costs jobs, promotes lawlessness, and has cost
the City of Los Angeles as much as $3.25 million in lost franchise fee revenues each
year”.

-More-
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In a staterment released today, Ron Cooper stated that "Cable theft is a crime.

Continental Cablevision will no longer tolerate the theft of our service".

Ron Cooper added "Our theft efforts are an important part of our cost
containment program. Not only will we pursue the sophisticated modification labs and
syndicates, but we will aiso step-up efforts to pursue the end users. Continental
Cablevision will seek civil damages and restitution from residents caught stealing our
services. That theft may be occurring through tampering with cable connections,

ytilizing modified converter boxes, adding second outlets without authorization or

theft by any other means”.

Continental Cablevision has established a 24 hour Theft of Service Tip-line at
1-800-35 THEFT {1-800-358-4338) to receive information regarding the unauthorized

receipt of cable television service. Callers can remain anonymous and information can

remain confidential.

Continental Cablevision is the largest cable television system operator in
Southern California. Continental Cablevision systems pass approximately 900,000

hbmes in Los Angeles County and Continental Cablevision serves approximately

325,000 paying customers in the County.

- END -
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Continental
Cablevision

THEFT OF CABLE TELEVISION SERVICE
BACKGRQUND INFORMATION

* |tis a Federal and State crime to receive cable television service without paying for
it. Itis also a Fedaral and State crime to modify converter boxes or assist others to
recelve cable television service without paying for it. (47 USC §53,8608, Calif, Penal
Code §93d).

* Continental Cablavision 24 hour Theft of Service Tipline 1-800-35-THEFT (358-
4338)

* Continental Cablevision’s lost revenues in Los Angeles County each year due to
theft of cable television service = over $ 45 million.

{900,000 homes passed, 12% theft, $35 average revenue per customer per
manth),

* Cable television industry’s lost revenues in Los Angeles County each year due to
theft of cable television service = aver $100 million
{2 million homes, 12% theft, $35 average revenue per customer per menth).

* Cable telgvision industry’s lost revenues in the city of Los Angeles gach year due
to theft of cable television service = over $65 million,
{1.3 homes, 12% theft, $35 average revenua per customer per month).

¢ Local governments in Los Angeles County lose over $5 million each year in
potential cable television franchise fee revenues due to cable theft. (Typical 5%
franchise fes).

*Penalties for stealing cable television service include fines, imprisonment, civil liability
and money restitution, :

* For further information contact:

Ron Cooper, Senior Vice President ‘
or (310) 647-3000
John Gibbs, Vice President

Southern California Reainnal Nica
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Cable Boxes
Are Seized in
Massive Raid

m Sun Valiey: Police say
~ the equipment. worth

miilions of dollars, is part
of a fraud scheme.

Hy JOSH MEYER
TIMES STAFF WRITER

Los Angeles police seized at
least 40.000 cabie television de-
coding boxes Monday trom a Sun
Valley warehouse and six other
locations, saying they were for
use in 1 Massive COnspIracy to
defraud cable companies out of
muiions of dollars in fees.

The decoders found during a
surpnige raid at the warehouse
and electronics laboratory in
Sunland alone were worth more
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L.A. police seized aliegedly tampered-with decoding boxes.

than $4.5 million on the market,
said police L. Al Coretla

Once hooked up to TV cables
and sets however, the decoder
boxes ¢ouid enable cable custom-
ers o watch millions of dollary’
worth of pay channels such as
Home Box Office and Showume

for free. as weil as increasingly
popular pays-per-view concerts
and sporting svents, Coretla said.
Carelia and other investigators
estimated that the baxes, i{ soid.
wouid allow buyers to receive
more than $100 million worth ot



CABLE: Equipment Is Seized in Warehouse

Contiaued from Bl
.legal services.

"[t's the largest seizure of 1ts
kind that | can recail.” said Los
Angeles police Lt. John Dunkin.
I1e said the potential “losses to
cable companies are substantal.”

The boxes are designed for use
by customers who aiready sub-
scribe to a basic cable TV service.
They enaple users 1o recetve ser.
vices they do not pay for, by
unscrampling the coded signais—
aiready present in the cable—that
carry the costlier channeis.

Police said customers pay any-
where {rom $100 for basi¢c "pan-
cake’ decoders to $400 for deluxe
models.

It 15 tllegal to seil or use un-
scrambling boxes to watch pay TV
and pay-per-view events without
paying, said Coretla and Michael C.
Bates, a Continenwal Cablevision
security director and a Los Angeles
police consultant.

Also raided were five other loca.
tions in the San Fernando Valley
and one in Rancho Cucamonga in
San Bernardinc County.

None of the two dozen or so
workers at the warehouse at 8818
Bradley Ave. were arrested Mon.
day, angd police wouid not discuss
whether they had any suspects or
whether arrests were imminent.

Merbers of 2 Los Angeies Police
Department task force. said their

investigation 1nto cable signal theft -

is conunuing, and that the Monday
seizures marked the second sue-
cessful crackdown on cable pirstes
in four months.

In June, authorities raided a
smaller warehouse in Ilrwindale
and seized 10,000 allegedly illegai
devices worth an estimated §$1
million. Last week, six people were
charged in that case in Los Angeies

Superior Ccurt with conspiracy ¢
commit cable fraud. a !elony. ac-
coraing t¢ Coretla. heaa of the task
force from the LAPD Burgiary
Special Section.

Other locations raided were.
13149B Sherman Way, North Hol-
lywood: 8607 Canoga Ave.. Canoga
Park: 6447 Ellen View Ave.,
Woodiand Hills: 14631 Titus St.,
Van Nuys; 83121 Derry St.. Agoura
Hills, ana 10572 Acacia St., Rancho
Cucamonga.

But police said the Sunland
warehouse, an unoblrusive siruc-
ture in & busy industrial area, was
the primary locauon {or & sophisy-
cated, nationwide cable fraud ring.

Throughout the day, police In-
vestigators and cable television
officials, working as their consuit.
ants, tailied up the seized decoding
baxes and carted them off to a
police warehouse in moving com-
pany trucks. Also seised were
workbenches used to install un-
scrambling devices in the cable
baxes, according to Corella.

By day's end, however, they had
made little progress in cloaring out
the supplies from the warshouse
and adjacent laboratory.

Willlam Prevost. 25, aiso spent
the day wandering the massive
strycture, grumbling about the set-
zure of the equipment.

Az head of the Gage Systems
compeany. which lcases the ware-
house, Prevost said he was oniy

and seiling the same kind
of eable television baxes that can
be1 legally bought at stores
throughout the country, He said
there i3 no law against changing
the baxes 5o they can unscramble
cable teievision signals. as long as
the customer pays for those sige
nais, and he said he only seils the
tquipment to petatlers and has no

~OMtrot over who cventuaily uses
“hem.

Police would not comment on
whether they thought Prevost
played any role in suspecied iliega:
activities.

[nvesugators at the eite also
conceded that cable piracy laws
are confusing and compiex at best.
But they said there were clear
sgns of illegal activity at the
warehouse, including evidence of
ampering with legal equipment o
reprogram it.

In this case. urudentified sus-
pects wouid buy legal cabie boxes,
change the electronics 80 the boxes
can unscramble the scrambied sig-
nals sent out by cabte firms. and
then seil them on the retail market,
saxd Corella,

Police said It i hard to prosecute
cable fraud cases because many
cable customers buy the decoder
boxes from ads in magasines and
doa’t even know they're bresking
the law by decoding pay-per-view
cable signals and not paying for
them. [n addition. Coreila sawd.
authorities are hesitant to arrest
empioyees, such as Lhose found
working at the Sunland locaton,
uniess they ¢an prove the empioy-
ees knew they were engaged in
illegal activities.

‘ Police will now comb the {inan-

clal records seized Monday to de-
termine who, {[ anyone, will be
arrested. hé said. '

In addition to lost revenue for
cable companies, cable theft resulls
in-potential muiltimiliion-doilar
losses to cities such as Los Angeles.
because cabie operators pay the
city & fee of 5% of gross receipis.

"I we don't reaiiza the revenues.
we doat't pay the ecity for those
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Seized boxes are stored in 8 police warehouse, where technicians try to figure out what to do with them.

o n the right i3 Jio Allen, Clrector
* Cacle 3igna: Theft.
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West Coast Bust Nets $20M in lllegal Cable Boxes

By LINDA HAUGSTED
OS ANGEHT ES Authonties
l seized approamately /00000
lepally aicred comverter hoxes
during raids at 10 focations i the
Fos Angeles arca and Tas Vepas
{ollowimg a Lour month imvestiga
ton by Contmental Cablevicion
e s southem Calibom operation
The Natonal Cable Televicon
Assocution sind the serzore repre
sented the Lugest cable bast to

Cable Groups,
Telcos File On
Rural Exemption

By JEANNINE AV RS
ASHING TON W lephon
Companies

freedom to badd oo

Sl e nore
Lolemnes
Bondd
able to participate mor ey

raral arcas, then cabd

telephony, a coaliion o Teo b
proups told the Tederat Connnnmg
cations Comnussion

Fhe coalitton, which e boadded
Adelphin Communication Conp
Falcon Cabhle 1V N chone
Broadcastmg Coand N v o Tty
matonal Inc - arened ceamet the
FCC expanding the tnl cuemp
fron 1o area. of "y ey 16y ll)ﬁl\‘n‘\h'
from s cument 300 Cahing The
MO < wontd pa mcdepe nelent
operators an thac commmnities
itk ot
which have o
history of any ottt e corudrct

Rl ahe 1 (¢

agamst the o oo
power of the 1eico

B the v e

date. Forty people were detained
during the rmds. but no charges
have been fifed yet, pending com-
pletion of the mvestigation, accord-
mg 10 John Gibbs, vice president of
corporate and legal affairs for the
Contimentad region,

The boxes had a street vatue of
L0 mlhon, based on a purchase
price of $300 10 $400. he added.
he NCTA™S Otfice of Cable Sig-
nal Theft added that a doctored box

can be used 10 steal $3,200 in pro-
gramming during the boxes’ ex-
pected useful fife.

The locations had been under in-
vestigation since a Continental bust
in June. Records from that seizure
led to three locations in Las Vegas
and seven in Los Angeles and Sun
Valley, Calif. The sites had been
under surveillance for several
months by the Continental anti-
piracy unit. The sites had been

shipping out converters via United
Parcet Service, Gibbs said.

Law enforcement officials were
supportive in executing search
warrants once Continental had
completed its investigation, Gibbs
said adding that the company is
stressing the economic loss to the
city and the company from piracy.

He estimated that the city of Los
Angefes loses $3.25 million a year
in lost franchise fees due to theft of

service. Citywide, Los Angeles” 14
franchises lose $65 mitlion a year,
he said. Nationally, the industry
foses $3 billion a year to theft. ac-
cording to the OCST.

The hardware seized represented
multiple manufacturers and local
franchisees, he said. The raid also
netted computerized and hand.
written customer and contact hists,
which will be subject to funther in-
vestigation, Gibbs added 8



